Cumulative proportions of eciucational need units 
Ranked by district wealth 

Ftgure 2.— District wealth disparities 



In Figure 2, district wealth .is placed on the vertical axi's. The 

number of educational need units is placed on the horizontal axis and 

ranked in ascending order by wealth. Thus, the Gini index (Gvy) can be 

. viewed as an index for the. disparities of district wealth. By the 'same 

notion, district revenue can be placed on the vertical axis against edu- 

National need^units in the horizontal line. The shift of the Lorenz 

f 

Q\XT\je demons tr'ates the effect of the compositions of local revenue and ' 

... * 

property tax rate. Holding pther. things constant, except tax rate, the 
shift of the Lprenz curve can be vifcwed as a result of variation of tax 
rate among the school <listr'icts . ^ When state aid is added to district - 
revenue, the downward or upward movement can be" viewed as the effect of 
the state aid distribution. Continuing this adding process, virq^us^ -' 
effects can be shown inTigure 3. ^ 

Figure 3 indicates the tax variation effect (or district revenue 
component effect) and state aid distribution effect. With respect t(>>. 
the tax variation effect,- holding other things- constant, the shift; of ■ 
the Lorenz curve toward the 45 ^degree line may indicate the hi^h^r ef/|rt 
exerted in the poorer school districts and conversely the les.ifer^tax ^- , 
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l--Ds=Gjj-Gg = state! aid (lis ^ 
tribuiion 
' effect,, 
— D{.=G^^-G(j = tax variation 
effects or dis- 
trict »^evenue 
coniponesnt , 



' ■ Cumulative proportions of educational nee 
Ranked in ascending order by wealth 

Fi^Wfe 3. --Tax. variation effect and i 

'state aid distribution effect' 



effe(;t ' 
a units' 



Gini index\or the 
Giir index*ft)r the 
Gini index for the 
tax variation effect 
revenue dis|>arity 
State aid distribution effect 
school revenue dispari ty 



school revenue disparity 
district revenue disparity- 
district wealth disparity 
on the reduction of district 



on the reduction of 



effort exerted in. the- rich school districts. - By the same . token, if the 
state, aid is aUacated inversely in relatiqn to district wealth, the 
Lorenz curyesai^uld be shifted upward toward the straight lin^. This indi- 
cates 'thd effect of* state aid distribution on the reduction of school 
revenue. disparity and of dependence of school revenue upon district wealtfi. 
Since the purpose of the study was to examine the effect of changing the 
state aid financing system on school revenue equity, the effect of state 
aid is the focus of Chapter V. . " , 

An' al ternative measure of. fiscal neutrality suggested by Micholson 
and Feldstein is to. u^e regression analysis. According to Feldstein, the 



wealth elasticity of school spending can serJe as a measure of the degree 
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of wealth neutrality or non-neutrality thaft has been achieved, ' In 



Feldstein's regression, the log-linear relationship "between school ; . 
spending per educational need unit and wealth, per educational need unit 
was- app^lied. The relatiQn can be written as follows: 

Log E-j = a + b, Log Wj i u^ where: 

* . /^ a= an intercept 

ui= a resfdJal that is orthogonal 
/ 'tQ Log W-j 

The parameter b measures wealth neutrality; complete wealth (or^fiscal) 

neutrality requires b = 0-. The Targe value of wealth elasticity b may 

indicate the heavy dependence of school revenue on district wealth. In 

applying Feldstein*s regression to the parallel y^egressi on analysis used 

5 ^ - 

in Miner's social and economic factors study and further f^ecommended by 
Michelson,^ the- component effect of school revenue cari be i^dentified. 

Graphically, the parallel regression analysis can be expressed as follows 

^wealth ^ • 

district Teven,ua and state aid . ' 

.distri ct revenue 




Figure 4, Parallel Regression analysis 



.Log (Wealth) 



^Martin S. Feldstein, ''Wealth Neutrality and Locals Choice in , 
Public Education," T^ie^ American Economic Review (March 1975), p, 77, 

^J, Mtner, Social and Economic Factors in Spending, for Public 
Instruction (New York: Syracuse University Press, 1963) , 

'•^ " 

^Stephan Michelson, "What is a 'Just' /System for Financing '. 
Schools? An Evaluation of Alternative Reforms," Law and Contemporary 
Problems 38' (Winter-Spring 1974) :436-458. 
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In the graph, the logarithmic transformation are applied to both 
the dependent and the independent variables. The nature of the dependent 
V variables are changed.^each time. First, wealth per educational need unit 
is regressed on'wealth' per educational need unit itself. The regression 
line is the ling with 45 degrees. Secondly, district revenue, is regressed 
on wealth per educational need unit: The wealth elasticity in the dis- 
trict revenue log-regressitDn.fi/nction may be less than 1.00; it all 
depends upon the nature of the distribution of district revenue and the 
• factors affecting the distribution. Thirdly, state aid is added to dis- 
trict revenue and regressed on wealth per educational need unit. The 
wealth elasticity in the state aid hr\d district revenue function may be 
less than' the. wealth ei=iSt1city in the district revenue function.' It, 
again, depends upon the nature of the state aid^distribution . If state 
aid is allocated to the districts in inverse relation .to district .wealth, 
the wealth ef^sticity in the state aid plus district revenue functions ^ 
would be leSs ^th^ the elasticity in thie district revenue function. The 
difference between the wealth elasticity in the district^revenue function 
and the weanh elasticity in the state aid and district revenue functions 
can be vij^wed as. the effect of the state aid distribution. 

In summary, two statistical methods were applied in this study to 
measure the permissible variance. These two .methods were (1) coefficient 
of /variation and (2) the^ McLoone index. .The former focuses on the entire 
(distribution of school revenu^, while Ihe latter focuses on the distribu- 
tion below the median.. For the criteria of fiscal neutrality, the Gini 
index arKi regression analysis were applied to the data. The^ Gini index 
measured a concentration of frequency distribution of school revenue in 
relation to district wealth, while the regressionsmethod measured the 
degree of dependence .of school reverrue upon district wealth. 
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CHAPTER V ■ 

■'results. SUMMARY, 'CONCLUSIONS, AND 
\ . : . FURTHER [RESEARCH RECOMMENDATION " ^ 

This chapter presen.ts a detailed, description of the results from 
statistical analysis which applied the evaluative criteria Established .in 
ChaptV I to the three years' data for Illinois, Michigan, and Kansas. 
The statistical results are reported in two sections: (1) Permissible 
Variance criteria and (2) Fisqal Neutrality criteria. Under pach cri- 
teria, two statistical analyses were applied to the data, and the res.ults 
for each statistical analysis wi 11 be discussed in turn. Finallyrthis 
chapter'^includes a summary of evaluative statements provided within the 
limitation of ^this study and a recommendation for further research. 
Before preHntation of the results, it should be stressed that the 1973 
reforms have four year-phase-in periods in Illinois and three year phase- 
in periods in Michigan. ^ The results shown in the following sections are 
short-run results which contained only. the first two years of the reform 
and may well not be the end result of the reform. 

Permissible Variance Criteria 
As indicated in Chapter I, two statistical methods were employed " 
under this criteria in Computing the variance of school revenue distribu- 
tion within a state. The first method is "coefficient of variation," ' 
which focuses on the entire distributic^ of school revenue. The second 
method is the* McLoone index which requires a focus not upon the entire 
distribution but rather upon the distribution below the median school 
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revenue. The results of these two methods will be examined in the iFol- 
lowing subsections: (1) coefficient of 'variation and (2) Moioone index.' 

Coefficient of Variation 

The results of the coefficient of variation are presented'for 
Illinois, Michigan, and Kansas, respectively, ^ 

The Results for Illinois . Table 5 provides the data for the , coef- 
ficient of variation for the elementary school districts in the State of ^ 
Illinois. • 

' , TABLE 5 

• PERMISSIBLE VARIANCE CRITERION: ' COEFFICIENT OF VARIATION 
FOR ILLINOIS-ELEMENTARY SCHOOL DISTRICTS 

: . _ _ _ J J ■ 



1972-/3 - 1973-74 1974-75 
: ^ — . 



District Wealth . 94.9282 95.3301 97.0810 

District Revenue 65.3955. 64.9081 66.7358 

District Revenue .and - - 

State Aid > 29.4404 26.9674 28.2265 

State Aid Effect on Equity ,54.981% 58.453% 57.704% 

.7 ■ . 



It. can be seen in Table 5 that the variation of district wealth ■ 
per TWADA (in IllinoiSj district, weal th is defined in terms of pcopprtv 
assessed valuation and TWADA serves as a measure of educational need unit ) 
increased during al 1 three years ; This increasing high disparity of dis- 
trict wealth contributed to high district revenue disparities. District 
local revenue dispari\y remained at a high level from the beginning to 
the end of the study. When state aid was added to the district revenue, ; 
however, the coefficients of- variation in state aid and district- (Iqcal ), 
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revenues per TWADA- decreased from 29.4404 in 1972-73 to 26.9674 in ' ' . 

1973- 74, but it* Increased thereafter. Table 5 shows the state aid 
distribution effect on the movement toward the goal of narrowing the 
variation of school revenue per pupil among the school districts within 
a state, which is defined under the criteria of permissible vaVialice. 
The "state aid distribution effect" was calculated by subtracting the 
coefficient of variation for district revenue from- the coefficient of 
variation for the combined district 'revenue and state aid and dividing ■ 
the result by, the district revenue variation 'coefficient. The state 

ai^ distribution effects Wjere reported in percentages indicating that 
the percentage of reduction of school revenue variation was due to the' 
Inclusion of the state aid di stribution factor. The increasing trend 
shown in Table 5 indicates that s^e aid^s allocated inversely to 
the poor school districts wh^i^h lack, financial resources in 1973-74 and 

1974- 75 than in 1972-A Tlius, sfatTaj ^l^distributiOn has a more' 
equalizing effect. The effect of state aid distribution in Illinois 
elementary school districts appears to be l^ggt again In the first- 
year of the reform than in the second year. should also be noted ' . 
that in spite of increasing dispairity in local wealth and local .revenue, 
the s^ate aid was able to offset these tren^an'd cause a reduction in 
state aid plus district revenue variation. ^ , 

Table 6 provides the data, on the coefficient of variation for 
Illinois high scho'ol districts. • The coefficient of variation fdr dis- 
trict wealth per TWA'DA in IlliViois high school districts are app»*'oximately 
ha>lf as .large as the coefficient of^variation in Illinois elementary school 
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districts. This would be expected since larger geographic units norma] ly 
show less variation. The district revenue disparity still remains large 
and has not been reduced. The coefficient of variation for the district 
revenue and state aid, however, show improvement due to the effect of the 
state^'aid distribution. The state aid effect on the movement toward the., 
-go^ of the reduction of school reveriue variations i.ncreased from 30^852 p^r 
cent in J972-73 to 41.778 percent in 13^74-75. ' 

TABLE 6 

.* 

. ' PERMISSIBLE VARIANCE CRITERION: COEFFICIENT OF VARIATION . 

FOR ILLINOIS HIQK SCHOOL DIST-RICTS v 

0 ' ► 
1 > 1 — • ' — — — 

. 1972-73 ^1973-74 1974-75 

District Weal th ' ' 50.7121 50.4520. 50.5981 

• District Revenue • .40.7686 40.6129 41.6655 

District Revenue and • . . 

State Aid ' ' . , 28.1906 25.3338 24.2582* 

.State Aid Effect on Equity 30.852% 37.621% 41.778% 



^ • For I1.1ino;|^s unit school districts, the variation per TWADA of 
district wealth and of district revenue in Table 7 were approximately 
the same as the variation in- the'Illinols high school districts, which 
again 'would be experted since they ere , of similar "geographic size. No 
noticeable reduction gf Vciriation of efther- distri ct wealth or district 
revenues was evident after the reform of the stat-^ aid financing system.'. 

The coefficients of vari ation f or t|}e district revenue with state 
aid, were also" computed.- These coefficients demonstrate a decreasing 
trend i,n Table 7. The district revenue plus state, aid variation 
coefficients were slightly reduced (from 14. 7044, in 1972-73 to 13.4112- 
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in 1974-75. The ''state aid effect" also shov>/an upward tr*nd in tho 
table. This indicates that a slightly greater effort in equalizing 
school revenue per TWADA has been made by 'the ne.wVerorin of Llio ^^LdLe 
aid funding system. ' ■ ' 

TABLE 7 ■ " 

PERMISSIBLE VARIANCE CRITERION: COEFF.ICIENT OF VARIATION 
FOR ILLINOIS' UNIT SCHOOL DISTRICTS 

{ ' ' 





1972-73 


V9 73-74 


1974-7,6 


District Wealth 


48. 


.8246 


48, 


.3566 


48.5209 


District Revenue 


42. 


.2743 


42, 


,2209 


42.6614 


District Revenue and 












State Aid 


14. 


.7044. 


13. 


.4378 


1'3.4112 


State Aid Effect on Equity 


65. 


.216X 


68. 


.172r. 


68. 56^^ 



The Results for Michigan . Michigan, unlike Illino4-s, has only unit 
school districts. Tables presents the coefficient of variation In reve- 
nues, the state aid distribution effect, and the grandfather clause effect, 
^for the Michigan unified school districts. ^^-^ 

Both the coefficientv.of vari.atipn of district welil th per education- 
al heed unit and the variation coefficient of district^ revenue per educa- 
tional need urrit in 1972-73 in Table 8 are approximately equivalent to' 
the coefficients for Illinois elementary "school districts. The 'downward 
trend is*not^hown in Illinois elementary school district^ in. wealth 

variation and district revenue variation seems to be apparent in Michiqar 

J 

unified school flistricts. The district /evenue variation for Michin^Vi 
unified school districts de<:lined from 60.0911 in 1^72-73 to^53.512^in 
1974-75. Table 8 also indicates thatr the coefficient of variation 
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TABLE 8 

PERMISSIBLE VARIANCE CRITERION: COEFFICIENT OF VARIATION 
FOR MiCl'UnAN SCHOOL DISTRICTS 



• 










1972-73 


1973t74 


" ■ • 1 

1974-75 


District Wealth 


95. .2879 


84.0871 


82,2179 


District Revenue 


60.0911 


56.1271 


53.5129 


Distrl ct .Revenue and State 








Aid 


27:6828 . 


20.8641 


19.7063 


District Revenue and State 








Aid and Grandfather 


Not 


19.1788 


19.5043 


Clause Al location 


Avai 1 able 






State Aid Effect on Equity 








in Percentage-wise . 


53.932% 


62.827% . 


63.175% - - 


Grandfather Clause Alloca- 


Not 






tion Effect on Equity 


Available 


3.003% 


0.377% 



f . . 

district venue and state aidper educational need unit was reduced by 

* • 

approximately 8.00 tn 1974-75 compared to the 1972-73 coefficient of ' 
variation. If adding the additional state aid aUocat&d by the grand- 
father clause which gave special consideration to the declining property 
assessed valuation school districts and lower tax, rate school districts, 
then the coefficient of variation in state aid plus district revenue was 
further reduced to 19.5043 in 1974-75 from 27.6828 in 1^72-73. With 
respect to the state aid effect on the movement^of the Michigan finan.c- 
ing system toward the goal of the premissible Variance, Table 8 shows 
the impact of this movement in J974-75. Adding the grandfather clause 
allocation to the computation, further increases the effect of total state 
aid distribution on the movement toward the goal of permissible variance. 
The increasing total stateaid effect indicates that a positive effect in 
reducing the variation of school district revenue per educational need 
unit wa^made by the inclusion of the grandfather clause allocation. 
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IM. '^filHit^ The now state aid formula in Kan';as w.r. 

designed to, compensate for the prrsumed disecoi^oniies gf scale fjcod by 
small school districts. The school districts were sorted Into threo cat.i 
gorles; (1) school districts with under 400 pupils, (2) schooj- district 
v/lth between 400 and 1299 pupils, and (3) school districts wltfr^/1300 
pupils and over. Different norm budgets and adjustment factori^' were 
cifled by the 1973 Kansas school district equalization act for^each * 
enrol Iment^category in computing the local effort "rale and alfoca'tlny 

state aid. Because of this different treatment for different, erjrol Iment 

' ■ ■ <^ 

categories, the analysis of the data was made for each enrollment cate- 
gory district, and the results are reported in the same fashion. 

Table 9 contains the data on the coefficient of variation for the 
school districts with undejffi400 pupils. The coefficient of variation in 
^^district wealth per educat^ilfrial need unit (district wealth were defined 
as the total of personal income and adjusted property assessed valuation) 
remained relatively unchanged between 1972-73 and"]974-75. District 
revenue disparities increased in the first year of the Kansas reform', but 
decreased thereafter. , 

TABLE 9 . . ^ 

PERMISSIBLE VARIANCE CRITERION: COEFFICIENT OF VARIATION 
FOR KANSAS SCHOOL DISTRICTS (UNDER 400 PUPILS) 

1972-73 1973-74 1974-r75 

District Wealth 40.704 40.895 39.586 

District Revenue 33.. 067 37.802 35.-434 
District Revenue and 

State Aid 24.594 ^3.586 22.602 

, State Aid Effect on Equity 25.623% 37.607?^ . 36.213% 
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The downward trend of the coefficient of variation with re<j.iril td 
district rovcnuo plus state aid aro shown In T^blo 9. Tho slati^ aid • 
effect lJi achieving the goal of permissible variance appeared greater in 
the school years after the reform than in the year before the raform. 

The results for Kansas school districts with between 400 and 1299 
students are reported in Table 10. 

TABLE 10 . ^ 

PERMISSIBLE VARIANCE CRITERION: COtFFICtENT OF VARIATION • 
. FOR KANSAS SCHOOL DISTRICTS {4'00-1299 PUPILS) 

I • - ^ - - - -_ .> '. 





1972-73 


1973-74. 


1974-75 


District Weal th 


39.578 


39.927 


42.493 


District Re\4enue 


30.302 


46.041 


44.208 


District Revenue and 


V 




>6t053 


State Aid 


21.263 


17.571 


State Aid Effect on Equity 


29.829% 


61.837% 


63.688% 











T 



The. coefficients of variation In both district wealth per educa- 
tlonal need unit and district revenue per educational need unit remained 
moderately high. The upward trend of the coefficient of variation in / 
district revenue can be seen in Table 10. Disregard! ng 1tf\e increase, of 
\he coefficient of variation in district revenue, there was a -/Ipwnward 
trend of the coefficient af variation in the district revenue plus state 
aid. Kansas made a great effort in reducing the school revenue varia- 
tions among the school districts with between 400 and 1299 students. 
This great effort ca'n be observed in the increases of state aid effect 
on the movement toward the goal of permissible variance. - 

Table 11 provides the data on the coefficients. of variation for 
th.e Kansas school districts with enrollments of over 1300 pupils. 
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" • PERMISSIBLE. VARIANCE CRITERION: COEFFICIENT OF VARIATION 
FOR KANSAS SCHOOL DISTRICTS (1300 AND MORE PUPILS) ' 

1972-73 1973-74- 1974-75 • 

. - ' 

D?stric;jt Wealth' 34.562 fj.975 35.545 

: District Revenue 23.580 35.175 35.131 
District Revenue and ' 

State Aid . 13.714 11.239 9. 

State Aid Effect on Equity 41.84n 68.147% 71.. 



Both the coefficients of variation in district wealth and district 
reyenCte :W^ slightly lower than the coefficients of variation for school 
districts'with. enrollment between 400 and 1299 pupils, Howevfr, the dis- 
trict revenue variation seemed to be increasing at a faster rate during 
the first year of the reform ^nd remaihed relatively stable. ih the second 
year. Similar to the results for school districts with enrollments 
between 400 and 1300 pupils, the school state plus district revenue vari- 
ations noticeably decreased from 13.714.in 1972-73 to 9.94Vin 19.74-75, 
The state aid allocation also had a^greater impact on the movement- toward 
the .goal "of permissible variance (defined in terms of c^ffcient of vari' 
ation) during the reform years than in the yeaf" before the reform. 

McLoone Index ■ . 

■ . r ■ ■ ■ 

The second set of three tables, Tabl es :12. through 14, present 
McLoone indexes for Illinois, Michigan, and Kansas. The.main focUs of 
the McLoone index is on the distribution of school revenuevbelow^the 
median, rather than on the entire dis-tributi on of school revenue. 

The' Results for Illinois . Table 12 provides the data on the 
McLoone index for all types o'f^'school 'districts in Illinois. There 
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• appears to. have been some improvement in the unit and high school dis- 
tricts after the 1973 reform.. In the elementary school districts, a- 
ciownward trend was observed. The McLoone index^* 0.89152 in 1972-73, 
decreased to ,0.8^8 in 1974-75. Thi s' decrease in the Mctoone index in 
II linois^elementary school districts suggests that system reformers and 
policymakers may wish'to pay special attention to the poorest school 
districts. » ^ 

'. TABLE T2 . ^ ' - 

PERMISSIBLE VARIANCE CRITERION: McLOONE INDEX FOR 
ILLINOIS SCHOOL DISTRICTS' 







Unit 


High • 


Elementary 


Year 


■ McLoone 

Itidex Median 


McLoone 
Index Median 


McLoone 
Index Median 


1972- 73 

1973- 7^ 

1974- 75 


0.90299 $798 
• 0.91913 $862 
0.9216T $910 


0.82809 $928- 
0.84944, $996 
0.85903 $1099 


0.89152 $764 
0.87665 $851 
0.84688 $944 



.-■u- : = : ■ ■ — — r ■ — « 



. ^ . The Results for Michi^ n. As was the case in II linpis -elementary 
school districts, a'downward trend was observed in Michigan unified dis-^ 
tricts. The McLoone index, 0.92077 in 1972-73^, decreased to 0.90646 in 
1974-75.. This decrease in the McLoone index indicates thay no progress 
was made in the 1973 reform in lifting many poor school districts closer 
to the target level — the median of school revenue per pupil, and suggests 
again, that policy makers may wish to pay special attention to the posi- 
tion of the poorest districts in Michigan. 



/ ' TABLE" 13 ' .' 

PERMISSIBLE VARIANCE CRITERION: McLOONE INDEX FOR 
MICHIGAN SCHOOL DISTRICTS 
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1973-74 1974-75 



/ 



McLoone Index 0.92077 0.90104 0.90646 

Median of School ' m" 

Revenue per Pupil ■!E758 $849 . $936 



The Results for Kansas' . McLoone incfexes for all types of enroll- 
ment category school districts in Kansas are presented In Table 14. An 
upward trend in the McLoone indexes for the second and the third category 
districts ^indicate that the McLoone index increased, and that many poor 
school districts were moved toward the target spending level, e.g., the 
median expenditure. For the smallest category, districts, wi-th enroll- 
ments un^der 400 pupils, the McLoone index was Increased in the first year 
of the reform, but decreased in the second year of the reform. The larg- 
est movement toward the target . level was-found in the second category 
'districts with enrollments between 400 and 1^99, fojlowed immediately by 
the third district category with 1300 and over, and finally by the first 
category districts of undfer 400 pupils, ^ ^' • 

. TABLE 14 ' ^' ' , ' *• 

PERMISSIBLE- VARIANCE CRITERION : "McLOONE INDEX rOR- 
KANSAS SCHOOL DISTRICTS- 



— ' , F- 

Under 400' Pupils 
' McLoone . cj 
, • Index Median 


400-1299 Pupils 
McLoone' 
Index'' Medi'aVi 


1300 & More Pupils 
McLoone ; ■ 
index . MHian 


-1972-73^0.86137 ' 

1973- 74 0, 88857 

1974- 75 0. 87912 - 


$1193. ■ 
$1173 
$1315 . 

1 


0.86390 $834 
0.89789 $863 
0.91646 $963 


.0.94777 
'0.94951 
0.96414 - 


$694 ■ 
$755 - 
$856 1 



Ho ' 



Fiscal Neutf^ality Criterion 
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* The criteria of "fiscal neutrality" can be stated as follows : ' 

^ * 

scKool revenue levels should not be dependent upon the district wealth 
but rather on the. weal th .of the state as a whole. ^ In measuring fiscal*' 
neutrality, two. statistical methods^ were. empVoye'd. One method, ^^^^LoVenz 
curve and Gini index, shiw an empirical distribution of school revenues in 
a state among the educational need units ^ ranked from ^or to richvln^-terv: 
of district wealtK. .The other method used. was regression analysis, in 
which the complete neutrality requires wealth elasticity equal to zero. 
The state aid effect on the movement toward the goal of fiscSil neutrality 
was also examined. When using -the Gini index, £he state aid effort cam 
be^id^Hfflted as the difference between the Gini index for district reve- 




nue and the Gini index for the combined district revenue and state aid 



in the cli strict revenue and state aid equation. When using the regression 
analysis, the state aid effect is identified as the difference betiveen 
wealth elasticity in the district revenue regression equation and wealth 
elasticity in the.district revehue plus state aid equation. The greater 
the difference (expressed in percentages), tjie greater the impact of state 
aid on the movement toward the goal of fiscal . neutrality . The resul t^ fi)r 
the criteria of fispal neutrality are presented in the following two suG-' 
sections: (1) Gini index and (2) Wealth elaaticity. ^ 

Cini Index * , - , ^ 

" The third set of seven tables. Tables 15 through 21, provide Gini 
indexes or coefficients for Illinois, f'lichigan, and Kansas. 

The Results for Ilj^inois . .Table 15 contains the Gini indexes for 
district v/ealth, district revenue,* and the district revenue plus state 

Ill ' 



aid for ITvHnois elementary school districts, 

% . 

\, • - •' ' r TABLE 15\ 

■ fiscal neutrality criterion: gini index. for illinois 
.Elementary school districts 

* ■' , • -* > ' ^^ ^ 

• . •, 1972-73 1973-74 ^m'^S' 
' ' . ~ '. ~: *~. — " 

• ' Dfstrict Wealth 0.2703 0.2665. '0.2702 

• • District Revenue 0'^2665 . 0.2646 0.2629 

pi strict Revenue and • " 

. ' Staje Aid v, 0.0995 0.0848 0,0727 

State Aid Effect on " ■ ' ^ - 

Equity . 62:664% 67.952% 70.392% 



Gini indexes for both district wealth and district revenue remained 
relatively is table in'alT threp- years. This indicates that district wealth 
and district revenue were about as unequal in the second year of the reform 
as they were during the year before the reform. When adding the state aid'"" 

'c , . 

to district revenue, the Gini index decreased to 0.0727 in 1974-75 from 
0,0995''in 1974-75, This downward. movement indicates .a greater progress 
made toward the goal of fiscal neutraTity for Illinois elementary school 
districts. With regard, to state aid distribution effect on equity in this 
downward movement of Gini indfex, it appeared to be greater in 1973-74 and 
*1974-75 than in 1972-73, This was shown by the successively smaller posi- 
tive values for district revenue and state aid Gini indexes i^^; "^'^ 

district revenue/Gini indexes. ^ ^ 

For Illinpis high' school districts, Table 16 shows^that district 
wealth Gini inde'x^i and district revenue Gini indexes were relatively 
small cortipared to the\Gini indexes of district wealth and of district 
revenue in elementary school districts, Gini indexes for district reve- 
nue and $tate aid show a steady progress made toward the goal df fiscal 
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neutrality; from 1972-73-tp 1974-75. This might have, been due to the 



increasing distributive power of s.ta 



te aid funding reform. The increas- 



ing effect, of state aid distribution. can", be seen in Table 16. The 



effect was 37 percent in 1972^73 ^d 
reform. • . , 

. TABLE 1/6 



50 percent in the second year of the 



FISCAL NEUTRALITY CRITERION: GINI INDEX FOR ILLINOIS 
HIGH SCHOOL DISTRICTS 

1972-73 1973-74 197W5 

District Wealth . ^,0.1687 0.1683. 0.1677 

District Revenue' '■ 0J5^ 0.1540 0.1613 
District Revenue and 

State Aid " 0,0961 0.0844 0.0756 
State Aid, E-f feet on 

Equitj^ •■ 37.107%" 45.000% 60.033% 



Table 17 .provides the data on Gini indexes for Illinois unit schopl 
districts. It appears that dis^trict wealth became more unevenly distr^ibutod 

over the three year period. This indicates tltat unit school district weal th 

■• ft ■ 

in Illinois increased, in disparity with the passage'of time.' 



TABLE, 17 . . ■ 

FISCAL. NEUTRALITY CRITERION: GiNi INDEX FOR ILLINOIS 
• UNIT SCHOOL DISTRICTS ^ \ 




^13^7 1974V5 



Di^'ct Wealth 0.1154 0;1162 0.1482 

District Revenue 0.0885 0.0888 0.1045 
District Revenue and 

State Aid 0.0345 0.0265 .-0.0143 

State Aid Effect on ' • 

Equity 61.017%, 70.157% ,86.315% 

0> 
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' The increasing values of Gini indexes for district revenue indi-^ 
\ cates that district revenue dispiirities seemed to become, larger irj 1974- 
75 than in 1972-73. The increasing district rever^ue disparities might 
be^artly dufe to the increasing disparities of district wealth. [ii.egard- 
* ^^ess of the '^greate^ district local revenue dfsparities^.a' remarkable* 
improvement was made in reducing the dfsparities of district reyenue with 
state aid and, hence/ the state moved closer toward the goal of fiscal 
neutrality.* Clearly the movement toward the goal of fiscal neutt^ality 
resulted from the, reform. - . 

The Results for Michigan . Table 18 presents the Gini- indexes for 
Michigan unified school districts. Both district wealth Gini indexes 
and district revenue Gini^ indexes remained relatively stable over the- 
period from >^72-73 to -1573-74. The vaTue pf Gini indexes for district 
revenue, however, were greater than the value for district wealtl^. - With 
respect to. the state aid effect on^the moA/ement toward the gdal of 

fiscal- neutrality, Gini indexes in Table 18 show that a significant move- 

i. ' 

ment was made toward the goal of fiscal neatrality in, all three years. 
The state aid effect in 1973-74 and 1974-75 ^as- relatively stronger thai^n 
the. state aid effect;in 1972-73. With the addition of grandfather clause 
allocation, state aid effect increased by another half percent toward the 
. goal of fiscal neutrality. ^ * ; ^ V , 

The Results for Kansas . Gini indexes jj/Table 19 show that the 
distribution of district wealth w^s as une^adl at the end of the study 
period. as at , the begi nning ^for Kansas school districts with pupils under 
400'. A noticeable change was shown in the distribution of district 
revenue. A trendtoward incre^ing. district revenue disparity did not 
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TABLE 18 



, "FISCAL 'rlEUTRALJTY CRIJERI ON: GINI INDEX FOR MICHIGAN 
. ; , SCHOOL DISTRICTS 

■J " • * . 



District Revenue and 



•1972-73 #973-74 1974-75'" 
— ^-^ — 



Di-strict health. 0.2059 0.2034 '0.204'6 

District Revenue , • 0.2228 ^0.2191* 0.2192 

District Revehue and 

State Aid 0.0562 0.0465 J^"0.0444 



■ state Aid and Not J ' O.Q4|jF 0.0444 

Grandfather Clause. Avaifcf»le^j(P^ ' 

Allocation ' " . 

Stat^ Aid Effect on , ' , - ^ v - 

Equity in Perqentag^-wise 74«. 775% l^Hllt 79y746^ 

Grandfatherw Clause •, / 

Allocation "Effect on Not 0.684% 0.000% ' 

Equity • 'Available . •. 



• * . TABLE 19 

FISCAL NEUTRALITY CRITERION: GINI INDEX FOR KANSAS 
SCHOOL DISTRICTS (UNDER 400 PUPIL^) 



1972r73 1973-^74 1974-75 



District Wealth 


0. 


1997' 


0.1962 ' 


< 

0.1973 


District Revenue 


0. 


1407 


0 .1955 " 


0.1892 


District Revenue and/ 










State Aid 


0. 


0961 


0.0816 


.0.0835 


State Aid Effect on Equity 


31 


.6,98% 


§8.261% 


55.867% 



offset the strong Kapsas effort on the movement toward the goal of fiscal 
neutrality. The magnitude of Gini indexes for district revey<^ue with state 
aid decreased from 0.0961 in 1972-73 to 0.0835Jn 3974-75. 'Whe impact of 
state aid distribution on- equity was largely increased from' a low level in 
1972-73 to a relatively high level in 1974-75. 



^ The results of the Gtni index for Kansas school districts (400- 
1299 enrollment) are presented in'Table 20. 



. > TABLE 20 

. FISCAL NEUTR'\LITY CRitERION: GINI INDEX FOR 
KANSAS SCHOOL DISTRICTS (400-1299 PkUPIJ.S) ', 
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, — : k \ 


1972-73 


1973.74 


1974-75 


District Wealth 

District Revenue . * . % 
District 'Revenue ana State. Aid- 
State A-id-^f^ct, tfn Equfty 


V &.M33 
^.14§4V 
0.0924 • 
36.451% . 


0.2058 • 
0.2362 

'0.0775 . 

67.188% 


0.2226 
0.2398 
0.0711 
70.075% 

< 



The, changes in district wealth disparity are shown in. the' above 
table. District rev^gjiwe -seems to become more unevenly distr;ibtfte(f in 
the. reform yeaVs than in the year before the reform. In spite if more - 
unevenly dt^stributed district • revenue, the movement of the Gini index 
valines over the years of the study show'c'l^rly the distributiphal/im- , 
pact of tihe reform. The state aid distribution effect 'on equity in 

1974-75 was twjce as large in 1972-73. . A marked improvement^ wa^ 'made 

■ " ^ ■ ' • /*■ . . 

toward the goaVof fiscal neutrality. 

.• . ' ' ■ 

Gini indexes for district wealth in Kansas school districts with . 
pupils 1300 and more, presented in Table 21, indicate only slight change 
in the distribution of district weal th. Like the results* of district 
disparity in the first and -second enrollment category districts, the v 
disparity of district revenue seems to have increased in 1974-75 over 
1972-73. In spite of-more unequal district (local) revenue distribution, 
the Gini indexes for district revenue w'^ith state aid appeared to be 
smaller at the end. of the study period than at the beginning. A 
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noticeable state effort .was ifiade in. reducing large district revenue dis- 
parity and hence the stati moved toward the goal of fiscal neutral i-ty. 

TABLE 2r -' ■ . 

FISCAL NEUTRALITY CRITERION': GIN I INDEX FOR KANSAS 
. SCHOOL DISTRICTS (1300 AND MORE PUPILS) 



1972-73 19Z3-74 1974-7? . • 

District Wealth . ' ' 0.1335 0,1326 0.1419 

District Revenue • 0.0671 0.1217 0.1302 

District Revenue and State Aid 0.0330 0.0290 "0.0250 

State Aid Effect on Equity 50.819%' 76.17U 80.798% 



. r - 

Wealth Elasticity - 

The last set of seven tables /Tables 22 through 28, show wealth 
elastft^ities for Illinois, Michigan, and Kansas. Wealth elasticity is 
measured by the log-linear relationship between revenues ffer educational 
need unit and wealth per educational need unit. A complete fiscal neu- 
trality requires wealth elasticity equa^l to zero. 

The Results for 111 inois . A ""logarithmic transformation was 
applied to^the Illinois dat^ on the district revenue equations and 
the total of district revenue with, state aid equations. In district 

.c 

wealth regressiOMi, wealth elasticity was fixed and had value of 1.00. 

The wealth elasticities in the. district local reveiiue function for 

' ' - • "J 

Illinois elementary districts presented in, Table 22 are less 

than 1.00. This indicates that district local revenue 
shifted, away from fiscal neutral ity and were more 

117 ■ ^ ■ 
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dependent upon district wealth. In 1974-75, a one percent increase in 
district wealth wou.ld lead tb a 0.9176 percent increase in district 
revenue. This heavy dependence on district wealth was significantly 
reduced after the infusion of the state aid distribution. 



^ ■ TABLE 22 

FISCAL NEUTRALITY CRITERION; REGRESSIOJJ APPROACH FOR 
ILLINOIS ELEMENtARY SCHOOL DISTRICTS' 

1972-73 1973-74 1974-75 



District Wealth 
District Revenue 
District - Revenue 

and State Aid 
\ State Aid Effect 

on Equity 



1.00000 00000 1.00000 

0.90a38 0.91657 0.91760 

0.27679 0.24592 0.23293 

69.529% >3.159% 74.615% 



In district revenue plus state .aid log-regression equations, 
the downward sloping indicated that state aid distribution moved' the 
state closer toward the goal of fiscal neutrali ty^:'^^" 

Wealth elasticities in revenue log -regression equations are pre- 
sented in Table 23 for. Illinois high school districts. The elasticities 
of district revenue with respect to district wealth are rel^atively high 
and increased with the pawitge of time. The high level of wealth elas- 
ticities show great influence of district wealth on per^TWADA di strict - 
revenue. I 

In/fable 23 the wealth elasticities declined when state aid was 
added into the log-regression equation. Upon comparison among wealth', • 
elasticities in the three years under investigatix)n, the trend wasj#)jwnward 
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TABLE 23 



FISCAL NEUTRALITY CRITERION: REGRESSION APPROACH FOR 
ILLINOIS HIGH SCHOOL DISTRICTS. 



District wpalth 
District "Revenue 
District Revenue and 

State Aid 
State Aid Effect 

on Equity 



T972-73 1973-74 - 1974-75 

l.oobbo i'. 00000 1.00000 

.0.82471 0.85144 0.86096 

0.44843 0.39949 0.34834 

45.625% 53.081% 59.54U 



The variation of wealth elasticity between 1972-73 and 1974-75 was near 
0.10 (decrease about 23 percent). Such large variation between wealth 
elasticities clearly demonstrate the distributive power of state aid in 
the reform years'. The state aid effect on the movement toward the goal 
for Illinois high schools was increased from 45.625 percent in 1972-73. 

to 59.541 percent in 1974-75. ' . / 

■ / ' 

Table 24 provides the data on wealth elasticities for Illinois 
unit school districts. 

TABLE 24 



FISCAL NEUTRALITY CRITERION: REGRESSION APPROACH FOR 
ILLINOIS UNIT SCHOOL DISTRICTS 



1972-73 , 1973-74 1974-75 



District Wealth 
District Revenue 
District Revenge and 

State Aid 
State Aid Effect 

on Equity 



1.00000 1.00000 

0.94341 ' 0.89965 

0.21693 0.17640 

77.006% 80.392% 



1.00000 
0.90780 

0.13478 

,85.153% 
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Similar to the results of wealth elasticities in district rpvpn'ip' 
functions for Illinois high school districtSf the o'lastici ties oF dis- 
trict' local revenue with rejpect to-district wea'lth show heavy de|>Gndenc'^ 
of district revenue u[>of2 district wealth. However, they^are decroasi^ng 
somewhat ^th the passage of tiijie. IJith regard to ^tate aTd effect, the • 
^ distributive power of^stat'e aid was' greater in the reform years than in 
the year before the reform. The distributive power was 77 percent in 
1972-73, and 85 percent in 1974-75.. The increasing state aid distributi ^'t 
powejr indicates the improvement. of etjliity in financing 1 1 li noiss^jni t 
school districts, ! • 

• The Results for Michigan; Wealth elasticities in district revenue 

'log-regression functions for Michigan school^istri cts presented in Table 
25 were as large as wealth elasticities in the district revenue function 
for Illinois elementary school districts. The elasticities of district 
revenue plus state aid in Michigan were declin^ from 0,22613 in 1972-73^ 
to 0,13532 in 1974-75. With the dis^»^ution of the grandfather clause 
'allocation, the*Turther reduction of wealth elasticities resulted during 
the first year of the reform, but not during the second year. The decreas- 
ing wealth elasticities were due to the distribution of state aid plus the 
grandfather clause allocation. This trend demonstrates^ a marked improve- 
ment of the Michigan financing system with respect to reaching the ggal of 
fiscal* neutrality, ^ . 

The Results for Kansas. In Jable 26 wealth elastici ties for Ka 
school districts under 400 pupil:^ are presented. The increasing wealth 
elasticities in district revenue functions was' found in the table. In 
spite of the noticeable change of wealth elasticities in district local 



1 



revenue in a negative direction, the state aid distribution in the reform 
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TABLE 25 



FISCAL NEUTRALITY. CRITERION; REGRESSION APPROACH. FOR 
MICHIGAN SCHOOL DISTRICTS 



1972-73 1973-7.4 1974-75 



District Wealth 
Ois#jct Revenue 
District Revenue and 

State Aid 
District Revenue and 

State Aid and 

Grandfather Clause 

Allocation 
State Aid Effect on 

Equity/ , 
Grandfather Claus'e 

Allocation Effect ' 

on Equity. 



^ 0 



i.ooobo 1.00000 

p/, 90447 0.87829 



0.22613 0.13995 

Not 0.12951 
Available 



74.990% 84.065 

Not . 7.459% 
Avai lable 



i.ooood 

0.85880 
i). 13532 
0.13507 




TABLE 26 

FISCAL' NEUTRALITY CRITERION: REGRESSION APPROACH FOR 
KANSAS SQHOOL DISTRICTS (UNDER 400 PUPILS) 



Z 



1972-73 1973-74 1974-75 



District Wealth 
District Revenue 
District Revenue, and 

State Aid 
State Aid Effect on 

Equity 



.1.0.0000 1.00000 1.00000 

0.69873 1.01987 0.97208 

0.47008 0.42403 0.41440 

32'.7?3% 58.4232; 55.768/. 
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years reduced the wealth elasticities' in district revenue by about 50 
cent and -also moved further toward the goal of fiscal neutrality' 

The upward trend of wealth elasticities in the district local ' 
revenue function for Kaitsas school districts with between 400 and 1299 
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pupils are also shown in Table 27, The wealth elasticities in the 
district local revenue functions In 1373-74 aq.d in 1974-75 , exceeded the 
1.00 which was indicated in the wealth elasticities for wealth itself. 
This exceeding of 1.00 may he^due to the composition of district revenues 
or to. the change of fax distribution. Further research about the distri- 
butidn of tax rate^ and district revenue* composi tion needs to be done. In 
Table 27 the state aid"^ effect 1n reducing the heavy jdep|jpence upon local 

resources seems to be apparent. * ne effect was 36,937 percent in 1972-73 

I* 

and increased to 70,994 percent in 1974-75. . . 

TABLE 27 ,- " ' ^ 

FISCAL NEUTRALITY CRITERION: REGRESSION APPROACH FOR 
' KANSAS SCHOOL DISTRICTS (400-1299 PUPILS) 



1972-73 . 1973-74 ., 1974-75- 

District Wealth 1.00000^ 1.00000 1.00000 

District Revenue ' 0.69852 1.16367 1.08045 
District Revenue and 

State Aid 0.44051 0.37415 ~ 0.31339 
State Aid Effect oft 

Equity ^ i 36.937% 67.847% 70.994% 



In Table 28 a similar trend of wealth elasticity in the district 
revenue function for Kansas school districts of between 400 and 1299 
pupils can be observed in district revenue functions for Kansas districts 
of over 1300. The state aid effect i.n achievi.ng the goal of fiscal- neu- 
trality was pronounced. The wealth elasticities in^ the equations qj?;^ 
district revenue plus state aid were reduced from 0.22731 in 1972-73 to _ 
0.1*4012 in 1974-751 This large reduction of inf 1 uence. of district revenue 
on schooT revenue was apparently due to the greater distributive power of 
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state .aid in the ireform years, - ^ 

. . . - • , ... 

• TABLE 28 

♦FISCAL NEUTRALITY. CRITERION: REGRESSION APPROACH FOR 
KANSAS SCHOOL DISTRICTS (1300 AND MORE PUPILS) ' 



1972-73 1973-74 1974-75 



District Weal Jth ■ 1.00000 1.00000 l .OOOflO 

District Revenue 0.41713 .0.79460 0.83367 

District Revenue and State Aid Q. 22731 0.18568. 0.14012 

State Aid Effect on Equity 45:506% . 76. 6 32%- 83.1-92% 



Summary - ^ \ 



The major purpose of this study has been to investigate the degree 
to .which schopl revenue equity improved after the adoption of new state 
aid funding systems in II linois, Michigan, and Kansas. Equity was defined 
in terms of two -criteria— ^permis-sible variance and fiscal neutrality. Per 

missible variance requires narrowing the variations of school revenue per 

/■ ,. * ■ 

pupil among school districts to some "permissible" amount, while fiscal 
neutrality calls for less dependence of school revenue upon district 
wealth. Two statistical methods were applied to the data under each 
criteria. The coefficieht of variation and the McLoone Index'^under the 
permissible variance criteria were used to measure the variance df the 
-entire school revenue distribution and of the school revenue distribu- 
tion below the median. Under the criteria of fiscal neutral ity,. the 
Gini index and regression analysis were used. The Gini index regards 
the nature of school revenue distribution with respect to district 
wealth, the lower the Gini indebc,, the. less the dependence of ^ • 
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. school revenue upon district wealth. In tKe regression analysis, wealth 
elasticity wasi generated from revenue functions w4th logarithmic trans- 
formations. .The value of wealth elasticity indicated that the percentage 
of change in school revenue was (Jba to a one percent change in district 
.wealth'. The statistical results fr^m^each method under each criteria for 
Illinois, Michigan, and Kansas presented in the foregoing section are 

• sdmmarized as fcfllows. • / ' 

1. District, wealth disparities measured by both th^co,eff icient 

of variation and Gini index in Illinois elementary school districts were 

relatively high when compared with the disparities in Illinois high school 

, districts and unit. school districts. The disparities of district' weal th ' 
■■ " - ^ ■ ' . ■ 

in Michigan school districts were as large as the disparities of district 

wealthViVlilinois elemefttary school districts. However,- a slightly ^- 

* * i ■ - , ' 

decreasing trend of district 'weal th disparities was apparent in Michigan 
school districts, but not apparent in Illinois erlemient a ry school districts. 
For Kansas school districts, di'strict wealth disparities in all earollment 
"categories of school districts were moderately high. .][here also appeared 
no clear reduction of district wealth disparities. 

s .2. As part of the results of relatively high levels of district 
wealth disparities in 1 11 inbis 'elementary ^hool districts and Michigan 
school districts, the disparities of district local revenues wire also at 
high levels. For the Kansa^ school districts, district local revenue dis- 
parities became even greater in 1973-74 and 1974-75 reform ye^irs than in * 
the year 1972-73 which was before the refbrm. 

3. In spite of high levels of district local reyenue disparities 
in school' districts in all three states, « substantial reduction in the 
amount of school revenue disparities existed. The reduction of school 



revenue disparities seems to be due to the great distributive effect of 
state aid;. - * - ' - - ' 

^- 4; Downward trends, of school revenue disparities were observed 
in all three states. The downward movement over 1;he school years i-hcluded 
Mn the investigation showed clearly the distributional" impact of the 1973^ ^ 
school^financing reforms in the states of Illinois, Michigan, and Kansas. - 

5. With regard to fiscal neutrality, the downward movement of V 
.Gini indexes for schooT revenues with respect to district wealth were 
revealed In all three states'', and indicated that there appeared a signifi- 
.cant improvement of state funding systfems toward the goal of fiscal neu- ^ 
trill Vty. ' - ^ • 

j6. In addition to the measurement of fiscal neutrality by Gini ^ ^ 
index, regression analyses were employed. Wealth elasticities in district ' ' 
revenue functions were found to be relatively high in Illinois and Michigan 
.school\^districts, but Qnly moderately high in*Kansas school -districts . . 

Regardless of the high level of dependence of district revenue upon 

\ ' * . ■ 

district: wpalthi wealth elasticities in district revenue plus state aid 

functions wV^re substantially reduced. Moreover, the downward movement of 

wealth elasticities were evident in all three states. There seenied to . 

have been marked imprpvemen-t in reducing the degree of dependence of 

school revenue upon district wealth to a substantial extent. ^ This moved 

Illinois, Michigan, and Kansas toward the goal of fiscal neutrality. 

< 

General Conclusion and Major Limitations ' ^ . 

The evidence! presented in this study suggests that the adoption 
of the grant-in-aid system known widely as "district power equalization" 
it! the three states of Illinois^. Michigan, and- Kansas in the summer of 

, 12 5 
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.1973 did ferye' to move those states toward various equity goals including 
■the gdal of fiscal neutral ity, iat least as those goals, are operationally 
defi-ned 1n this "study", there ire se\;eral limitations on this major con- 
clusiein. First,' there some evidence 'that very .poor districts in Illi- 
nois;.?and Michigan may not have move'd- as fast toward the state/median. ^ 

' ' • • 

expenditure as most a^ivocates of equ.ity criteria would have wished."" 
j'S'econd, the evidence presented here Is for only two years after the>eform 
in all three states. It cannot be said with certainty that the longer 
. term effects of district power equalization are as beneficial /as the- short 
term effects appear to be or thatf^they would be greater. Third, ^district 
power equalization grants-in-aid vary greatly frotfi state to state the 
information in Chapter III clearly^hbws. It cannot be said with certainty 
that all forms of grants-in-aid fitting under the g ener a > category of. 
"district power equalization" would have the same effects as those inves- 
tigated hece;. Fourth, the evaluation here Hs in terms of the total effects 
of these grant-lTi-aid reforms. It cannot be said" with certainty which 
parts of these complex laws produced the effects rfoted here. Finally', the 
evidence presented here relates" solely to the state general purpose grant- 
in-aid and no evidence is pr^ented dealing with the effects of state cate- 
gorical s or federal expenditures. However, with these five limitations 
born clearly in mind, this study should offer some degree of comfort to 
state legislatures that have either (a)' recently adopted district power 
equalization systems, or (b) a»*e not actively .considering the adoption of 
such gr?>nt-in-aid systems. ^ / 

Recommendation for Further Res earch 

i 'i 

The following recomnendations for additional research are Suggested: 
^ JM. e xamination of the effect of changing tax rate distribution 
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on the distribution of school revenue for operating purposes i£ dist rict 
power equalization states . As indicated in Chapter I, the distribution . 
power equalization system has as its unique nature "reward for effort," 
Under this system, the major concern is how "perfect" fiscal neutrality 
can be achieved. Thus, future research could determine if the district" 
'power equalization system has more positive effect in stimulating moder- 
ateTy rich school districts to raise their tax rjates than it has in stimu- 
lating the poorer schoal districts to raise their tax rates. If this 
effect Is determined to be operating, then the disparity of school revenue 
would be shiftfik upward and thus move the state away from the fiscal- neu- 
trality. To move the state toward fiscal neutrality, wcralthy districts 
should get a lower percentage of matching state revenues for local tax' 
rate increases than do poor school districts". Thus, it is extremely^ . 
important'f rom a policy-orientation standpotnt to determine the effects of 
district power equalisation formulas on^changing local 'tax* rates, 

2. The comparing and contrasting of the characteristic^^ of school 
f , < » 

districts that passed tax referendums and of school districts which f ai led 

to pass tax referendums in financing public schools . Districts with high 

effort in passing tax referendums may be those having high property wealth, 

high income, and^high levels of education. Districts which failed to pass 

tax referendums may be those haviflg low property wealth, low income, low 

educational level and located in rural areas. If so, it suggests that the 

socioeconomic variables might serve an important function in determining 

whether or not other districts' can pass their tax referendums. Thus, the 

optional local taxation may not serve ^6 purpose of achieving the goal of 

fiscal neutrality because wealthier school districts with a higher [Dropor- 

tions of highly educated people, for example., may tend to provide more 
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educational resources for their children thah do poorer school districts 
with a lower proportion of highly educated people. Thus, determining if 
optional local taxation helps move, the state school dis^tricts toward the 
goal of fiscal neutrality is of prime .importance. If*the optional taxar 
tion feature is counterproductive toward achieving fiscal neutrality, it 
should be constrained. 

3. The examination of the effect cf school revenue control on the 
distribution of school re/enue in relation to district wealth . A number 
of states, such as Kan^'as, Colorado, Maine.^and Wisconsin recently have 
specified the maximum limit of budget expansion. If districts'with-high 
property assesse'd valuations increase their budget more frequently and 
closer to .the limit than do the districts with low assesse^i property 
valuation, the disparity of school revenue mong rich arid poor school 
districts^ tends to increase with the passage of time. lr\ order to remedy 
this situation, the different budget limit may need to be specified 
inversely in relation to the district wea^lth. ' T-hus, the relationship of 
district wealth to budget expansion needs further study.- 
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